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DOMESTIC  DEMAKD 

Consmer  'bi:iying  power  and  the  deinand  for  farm  iDroducts  are  expected  to 
"be  fairly  \7oll  maintained  during  the  last  quni'ter  of  1937.     General  "business 
activity  continued  at  a  relatively  high  level  during  nost  of  July  and  early 
August,  after  allov/ance  for  seasonal  inllaencos,  hut  some  slackening  appears  to 
have  occurred  in  recent  weeks.     The  pick-up  in  industrial  activity  which  usiially 
occiirs  in  the  fall  may  he  less  than  was  anticipated  hy  nost  forecasters  a  month 
ago,  and  there  nay  even  he  some  further  recession. 

Substantial  declines  in  production  in  some  industries  have  been  partly 
offset  hy  prolonged  activity  in  the  output  of  automobiles,  steel  and  lumber. 
Steel  and  lumber  mills  have  been  running  off  unfilled  orders  with  dwindling 
backlogs.     Contract  awards  for  residential  construction  have  continued  disap- 
pointing in  volum.e.     Wholesale  and  retail  trade  has  either  decreased,  or  in- 
creased less  than  expected,  and  inventories  in  several  lines  of  producers  and 
consumers' goods  are  reported  large  for  this  season  of  the  year.     Pessimism  is 
prevalent  in  financial  mar;:ets.     Bond  sales  on  September  4  were  the  lowest  in 
19  years. 


Automobile  production  in  July  v/ao.  hi -her  than  in  June  and  above  a  year 
earlier,  and  production  in  August  declined  considerably  less  than  us^oal.  Some 
apprehension  is  felt,  however,  as  to  the  effect  on  sales  of  a  general  rise  in 
prices  of  automobiles.     A  significant  development  in  this  connection  is  the 
recent  restriction  on  terns  for  financing  household  appliances  and  the  proposed 
restrictions  on  nev/  and  old  automobile  financing. 

Considerable  reduction  has  occurred  in  woolen  and  cotton  mill  activity; 
also  in  the  production  of  coal,   shoes,  automobile  tires,  and  furniture. 
The  recent  recession  in  cotton  mill  activity  was  contra- seasonal.     Cloth  sales 
have  been  running  v.'ell  below  production  desnite  further  declines  in  prices 
of  some  cotton  goods,  pointing  to  t'.ie  possibility  of  a  furtlicr  decline. 

Some  of  the  bright  spots  in  the  business  outlook  include  the  settlement 
of  many  labor  controversies  and  the  sustained  farm  buying  power.     Larger  crops 
should  bring  a  welcome  addition  to  freight  traffic,  and  r.ay  lessen  the 
press^ore  for  higher  freight  rates.     The  recent  general  reductions  in  rediscount 
rates  to  the  lowest  level  in  central  bank  history  will  help  to  insure  easy 
credit  even  at  this  advanced  stage  of  business  recovery.     Commodity  prices 
rallied  a  little  last  v;eek  after  declining  since  July.     A  considerable  increase 
in  demand  for  steel  is  expected  soon  for  the  production  of  1938  model  auto- 
mobiles.    Factory,  corimercial,  and  utility  construction  has  continued  well 
above  last  year's  level. 

During  the  past  summer  industrial  output  has  been  maintained  v/ith 
little  more  than  seasonal  reductions,  to  a  considerable  extent  by  using  up 
unfilled  orders  representing  a  heavy  volur'e  of  advance  buying  last  spring, 
and  also  by  accumulating  stocks  in  preparation  for  the  expected  pick-up  in 
fall  business.     The  present  volvime  of  industrial  production  cannot  be  continue^ 


nuch  longer  v/ithout  a  Material  increase  in  nc-,7  "buyinr:-;,  and  the  outlook  for  the 
next  few  months  depends  lar;;ely  upon  the  extent  and  timing  of  nev;  "business 
which  normally  cones  in  the  fall.     In  view  of  the  lag  hctwoen  changes  in  husines 
activity  and  in  consuucr  incomes  and  demand  for  farm  products,  no  great  changes 
in  the  latter  arc  likely  during  the  rer.ainder  of  1937. 

rO REIGN  DEMAND 

Indications  point  to  v/ell  sustained  business  activity  in  m.ost  foreign 
industrial  countries.     Althoug"^  prices  of  agricultural  products  have  declined, 
there  is  little  danger  of  an  early  sethack  in  the  prosperity  of  primary  produc- 
ing countries  v/here  increased  huying  poiver  has  helped  materially  to  raise  the 
volume  of  exports  from  industrial  nations.     Activity  in  the  industries  furnish- 
ing armaments  v.dll  "be  well  maintained,  and  should  continvie  for  some  time  to 
take  up  the  slack  in  some  other  lines. 

The  lansettled  situation  in  the  Ear  East  and  Europe  has  disturbed  vrorld 
trade  somewhat.     The  "budget  strain  in  Japan  is  causing  some  fear  of  further 
credit  inflation  there,  and  "bankers  in  this  country  are  hesitant  to  finance 
trade  with  Japan  "tieca-osc  of  the  possihility  that  the  Neutrality  Act  m.ight  "be 
invoked.     Our  importers  have  "been  una'ble  to  supply  their  needs  of  Oriental  rugs, 
novelties,  earthen  and  chinav;are  from.  China  and  are  looking  elsewhere  for  such 
goods.     Tungsten,  for  which  China  is  the  main  source,  has  shot  upv,rard  in  price 
as  have  some  other  Chinese  products. 

Business  conditions  in  Europe  have  "been  well  maintained  dirring  the 
suiT-ier  months  and  iriprovement  in  the  fall  months  is  expected.  European 
coijmtries  have  had  a  flourishing  tourist  "business  this  year.     In  Germany,  the 
vol^xne  of  industrial  production  and  "building  activity  increased  in  July  ar.d 
\inemployment  has  declined  to  a  low  level.     In  England,  export  and  metal  indus- 
tries have  "been  very  active  whereas  textiles  have  experienced  a  summer  lull, 

^Building  activity  in  England  has  slowed  down  and  a  lo\7er  level  is  looked  for 
next  year.     Business  activity  in  Austria,  Belgium.,  Holland,  and  Poland  is 

I considera"bly  a"bove  a  year  ago.     In  France,  on  the  other  hand,  industrial  pro- 
duction has  actually  declined  in  recent  mionths. 

The  econom.ic  sit-oa.tion  in  the  r.ajor  Soutli  AmLorican  countries  is  good 
■  and  the  outlook  is  considered  favor'="ble. 

During  the  first  half  of  1937  our  m.erchandise  trade  "balance  showed  an 
lexcess  of  imiports  over  exports  of  $147,000,000.     Im.mcrts  of  industrial  raw 
materials  have  "been  heavy  with  a  considerahle  accurmolation  of  stocks,  Indica- 
'tions  point  to  smaller  imports  of  such  products  in  the  last  half  of  1337, 
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Another  reason  for  this  fairly  larfco  iv-ortant  bnlance  is  the  rise  in  the 
averaf-e  unit  price  of  inports  relative  to  o-.ir  exports.     ITr  ei\  conpared  v/ith 
1929,  however,   the  ^anit  price  of  i.-Tocrts  is  r.till  hclov;  the  vjiit  price  of 
exports. 

The  voliL.ie  of  United  States  exports  of  acTicultural  products  in  July 
fell  to  a  nev;  low  level  of  37  percent  of  the  1910-14  average.     A  rise  in 
agriculturrl  ox^iorts  is  expected  as  a  result  of  larger  crops  of  cotton,  v/heat 
and  some  other  products.     Unless  Bassian  vheat  e^orts  increase  materially 
there  should  he  a  ,?ood  foreign  denand  for  our  surplus  v/heat.    .It  therefore 
appears  protahle  that  v/c  nay  have  an  e>q^ort  trade  "balance  or  at  least  a 
nuch  lower  ir.iport  trade  balance  in  the  next  o  rnonths. 


WHOLESALE  PRICES 

The  £:eneral  level  of  wholesale  prices  declined  from  88  in  r.id-July 
to  86  percent  of  the  1926  average  in  earl;-  September,  the  lowest  level 
since  March,     This  decline,  while  very  r.odcrate  in  late  July  and  early 
August,  becano  more  abrupt  in  recent  weeks. 

The  decline  fron  rdd-July  to  early  September  was  occasioned  larf'ely 
by  a  droTj  of  7  percent  in  prices  of  farn  products,  particularly  grain  and 
cotton  prices.     Prices  of  nonafjricultural  co..':-.odities  declined  onlj''  noder- 
ately  in  these  7  weeks,  with  substantial  decreases  in  prices  of  cher.iicals, 
textiles  and  miscellaneous  commodities  more  than  offsetting  slight  c^ii^s 
in  prices  of  metals,  housefurnishinA-  goods,  fuel  and  hides.     Food  prices 
have  fluctuated  within  a  narrow  rant:e  in  recent  weeks. 

The  ratio  of  v/holesale  prices  of  far::,  products  to  wholesale  prices 
of  nona^:ricultural  products  for  the  veek  ended  Septei.iber  4  was  91  percent 
of  the  pre-war  level,  comtDared  with  95  for  the  corresponding  v/eek  last  year 
and  93  tvra  - years  a.go. 

Wholesale  prices  in  the  r.iajor  foreign  countries,  like  those  of  the 
United  States,  have  generally  wealcenpd  since  early  Aag'ast,    Prices  in 
France,  however,  have  continued  on  an  upward  trend  since  the  franc  depreciation 
in  June, 

P. 

Prior  to  the  recor.t  price  decline,  the  movement  in  these  same 
countries  load  been  generally  upward.    The  combined  index  of  wholesale  prices 
in  the  currencies  of  seven  foreign  countries,  v/hich  arc  important  :.iarkets 
for  Ar.;erican  farm  products,  increased  in  July  to  89  percent  of  the  1926 
level,  the  hi-^-hest  in  more  than  7  years,  and  13  points  higher  than  a  year 
earlier. 


PHI  CSS  EECEIVED  AHD  PAID  3Y  PARivIERS 


The  general  level  of  prices  received  by  farmers  for  farm  Tjroducts 
in  raid-August  was  123  percent  of  pre-Tjar  compared  -./ith  125  percent  in  J\il7 
and  V7ith  12U  percent  in- Augiist  193^.     Preliminary  estimabe  of  prices  paid 
"by  farmers  for  commodities  in  August  v/as  I32  percent  of  pre-rar  compared 
with  133  percent  in  July  and  126  percent  a  year  earlier.     The  ratio  of  prices 
received  to  prices  paid  "by  farmers  Tas  93       Au^-^ust,  r'hich  v&s  one  point 
lorer  than  in  July  and  5  points  less  than  in  August  193^. 

The  trend  of  rnarket  prices  since  raid-August  indicates  that  the  gen- 
eral level  of  prices  received  by  farmers  in  mid-September  is  somewhat  lower 
than  a  month  ago.    Prices  of  cotton,  grains,  and  hogs  have  declined  consider- 
ably during  the  past  month. 

Prices  of  farm  products  in  the  next  few  months  are  expected  to  average 
about  the  same  as  in  mid-September,  with  seasonal  advances  in  prices  of  dairy 
prodticts  and  eggs,  and  possibly  some  recovery  in  prices  of  other  products  off- 
setting declines  in  prices  of  some  commodities. 


Parm  income  did  not  make  the  us"aal  seasonal  increase  from  July  to 
August  but  apparently  was  about  the  same  as  in  July  and  nearly  $100,000,000 
larger,  than  in  August  193^.     The  failure  of  farm  marketings  to  make  the 
normal  seasonal  increase  from  July  to  August  this  year  was  largely  due  to 
the  unusually  heavy  movement  of  wheat  during  July  resulting  in  the  peak 
movement  of  grains  coming  in  July  instead  of  Aug"ust.     Income  from  grains, 
however,  -/as  substantially  larger  than  in  Aug-ust  I936.     Income  from  cotton 
and  cottonseed  in  Aug-ust  was  also  somewhat  higher  than  a  year  ago  in  spite 
of  the  relatively  low  prices. 

The  marked  decline  in  income  from  grains  was  partly  offset  by  the 
contraseasonal  increase  in  income  from  meat  animals.     Marketings  of  live- 
stock increased  somewhat  from  the  unusually  low  level  in  July,  which  together 
with  higher  prices,  made  income  from  meat  animals  in  Aug-ust  somewhat  higher 
than  in  July,  whereas  there  is  usually  some  decline  in  income  from  livestock 
sales  from  July  to  August.     Dairy  production  in  July  was  slightly  higher  than 
a  year  ago  and  prices  also  were  up  sligiitly,   so  that  income  was  higher  than 
last  year  and  made  only  about  the  usual  seasonal  decline  from  July  to 
August, 
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T7HEAT 

Joreijn  dGrnand.for  United  States  r/heat  during  the  past  month  has 
continued  very  small,  and  rheat  prices  may  remain  unsettled  until  foreign 
purchases  are  increased.    Any  suhstantial  increase  in  exports,  in  turn, 
may  te  expected  to  he  accompanied  hy  rising  prices.     Importing  countries 
thus  far  have  "been  dravring  heavily  on  their  domestic  supplies  and  making 
purchases  of  Danuhian  and  Eussian  "'heo-t.    Present  crop  estimates  indicate 
that  the  Danuhian  comtries  will  have  about  25  million  hushels  less  wheat 
for  export  than  last  year.     The  apparently  good  1937  crop  in  Soviet  Russia, 
ho'vever,  and  the  high  level  of  lorices  favor  fairly  large  Eussian  exports 
this  year.     Judging  from  the  experience  of  recent  years  of  good  crops  (in 
1933  ^"^^  1935)  ,  Soviet  wheat  exports  are  not  likely  to  exceed  30  to  UO 
million  hushels.     Nevertheless,   the  possihility  of  the  Soviet  Government 
attempting  somewhat  larger  exports,  particularly  if  the  crop  outturn  should 
exceed  that  of  1935)  on  the  p the r,  hand,  deciding  to  export  less,  must 

not  he  overlooked.    Assuming  that  exports,  from  Soviet  Russia  will  approxi-  ■ 
mate  those  of  1933  and  1935)  present  supply  prospects  in  other  countries 
indicate  tha.t  relatively  large  quantities  of  United  States  wheat  will  he 
req_uired  this  season  hy  importing  countries. 

World  wheat  supplies  outside  of  Soviet  Russia  and  China  now  appear 
likely  to  be  ahout  U5  million  hu5h>?ls  larger  than  the  small  supplies  cf  last 
year.     Such  an  increase,  even  if  world  consumption  should  he  reduced,  may 
te  expected  to  still  leave  a  world  carry-over  at  the  end  of  the  year  con- 
siderahly  helow  normal.    'World  stocks  of  old  wheat  on  ahout  July  1,  exclud- 
ing Soviet  Russia  and  China,  are  tentatively  estimated  at  525  million  hushels, 
which  is  ahout  235  million  hushels  less  than  last  year  and  ahout  120  million 
hushels  helow  the  I923-27  average.    World  wheat  production,  .excluding  Soviet 
Russia  and  China,  for  1937-38  is  now  estimated  at  3,21?  million  hushels,  or 
280  million  hushels  more  than  that  of  last  year.     The  Northern  Hemisphere 
crop,  excluding  Soviet  Russia  and  China,  is  estimated  to  he  3.380  million 
hushels,  which  is  ahout  315  million  hushels  above  the  I936  production.  On 
the  hasis  of  weather  conditions,  a  production  of  220  million  hushels  is  indi- 
cated for  Argentina,  which  is  ahout  30  million  hushels  less  than  last  year; 
and  ahout  I50  million  hushels  is  indicated  for  Australia,  practically  the 
same  as  last  year. 

RICE 

Rice  prices  continued  downward  d'oring  July  and  August,  reaching  the 
lowest  level  since  Deceraher  1935.     Lower  prices  are  largely  the  result  of 
a  continuation  of  favorahle  prospects  for  the  1937  crop  together  with  large 
stocks  carried  over  from  I936.     Threshing  has  heen  delayed  in  the  Southern 
States  as  a  result  of  rain  which  nlso  h:.o  lowered  the  quality  of  early  rioe 
in  many  areas.     In  view  of  the  prospective  large  crop  and  carry-over,  some 
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fiirther  recession  in  prices -may  "be-  expected  during  the  next  month  or  two, 
as  the  1937  crop  comes  to  market.     The  seasonal  average  price  probably  -all 
"be  considerably  lo-,ver  in  both  California  and  the  Southern  States  than  a 
year  ago. 

On  the  basis  of  September  1  conditions,   the  Southern  crop  was  indi- 
cated to  be  11,500,000  barrels,  17  percent  above  the  1928-32  average,  and 
the  California  crop  2,800,000  barrels,  37  percent  above  the  I928-32  average, 
malting  a  total  for  the  United  States  of  lU,  300,000  barrels.    A  crop  of  this 
size  together  with  the  large  August  1  stocks  would  give  a  total  supply  of 
more  than  16,^00,000  barrels  compared  with  13,870,000  barrels  last  year, 
and  is  the  largest  for  the  past  18  years  for  which  records  are  available. 

Foreign  demand  has  shown  some  improvement  in  recent  weeks  with  rice 
prices  advancing  in  the.  Far  East.  Exports  of  rice  to  Caba  have  increased 
considerably  since  the  agreement  permitting  a  special  duty  of  U2  cents  per 
100  pounds  on  American  rice  was  made  early  in  August.  Present  indications 
are  tho.t  exports  of  rice  in  1937-3^  will  be  somewhat  larger  than  the  sma.ll 
total  of  65,000,000  pounds  exported  in  193^37*  Shipments  to  insular  ter- 
ritories in  1936-37  totaled  296,000,000  pounds,  which  were  slightly  larger 
than  shipments  for  the  preceding  year,  but  slightly  below  the  I928-29  to 
1932-33  average. 

COM  kW  OTHER  FSED  GSAINS 

•  During  the  last  half  of  Augast  and  early  September,  cash  corn  prices 
continued  a  downward  trend,  wiiile  prices  of  oats  ani  barley/  were  practically 
unchanged.     Important  factors  influencing  lower  corn  prices  appa.rently  were 
the  larger  available  supplies  of  other  feed  grains  and  heavy  importations  of 
corn.     Imports  of  corn  amounted  to  l'^,735>'^00  bushels  in  July,  which  was  the 
largest  monthly  total  on  record.     Cash  corn  prices  will  decline  during  the 
next  2  or  3  months  as  the  new  corn  crop  begins  moving  to  market.     Prices  of 
oats  and  bo.rley  may  show  some  seasonal  ^cdvanceraent ,  as  it  appears  that  they 
are  no-.7  at  about  the  lew  point  for  the  present  marketing  season. 

Although  there  -^ere  small  reductions  in  the  prospective  crops  of  corn 
and  grain  sorghums  during  August ,  it  is  now  practically  assured  that  supplies 
per  animal  will  be  at  least  near  average.     The  indicated  corn  production  de- 
clined from  2,659,000,000  bushels  to  2,5^9,000,000  bushels,  while  oats  showed 
a  slight  increase  and  barley  a  slight  decrease.     The  deterioration  cf  the 
corn  crop  during  Augv^st  was  confined  largely  to  Nebraska,  where  a  reduction 
of  105,000,000  bushels  occorred  in  the  prospective  production.     ©n  the  basis 
of  September  1  indications,  the  total  production  of  the  four  feed  grains, 
corn,  oats,  barley,  and"  grain  sorghums  amounts  to  97,7^6,000  tons,  which  is 
about  3  percent  smaller  than  the  192S-32  average. 

Imports  of  corn,  -^hich  hi.:ve  been  unusually  large  so  far  this  market- 
ing year,  will  probably  drop  off  sharply  d'uring  the  next  few  months  as  prices 
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of  domestic  corn  decline.    A  sham  redaction  in  rrheat  feeding  is  also  to 
"be  expected  -'hen  ne\7  corn  is  hc.rveptad  and  corn  prices  again  become  rela- 
tively lo:7er  than  v/heat  prices.    Althon^^h  no  statistics  are  yet  available 
on  the  rate  of  utilization  of  the  ne-v7  oats  and  barle^'-  crops,  the  relatively 
loT7  price  of  these  grains  as  compared  77ith  that  of  corn  indicates  an  above- 
average  disappearance  since  the  beginning  oi  the  1937-3^  marketing  season. 
In  this  case  stocks  of  oats  and  barley  on  October  1  may  be  smaller  than  the 
1937  production  figures  •?7ould  indicate.     There  -ivas  little  change  in  the 
prospects  for  the  1937  tiay  crop  during  August,  and  prospective  total  sup- 
plies,  including  the  September  1  indicated  production  and  the  May  1  stocks, 
remained  about  the  same  as  the  192S-32  average  and  about  8  percent  larger 
than  last  year. 

ZLUE-CUEED  TOBACCO  '  ' 

Although  the  increase  in  total  supplies  of  flue-c\rred  tobacco  this 
year  appears  to  be  a  little  larger  than  is  necessary  to  keep  pace  T7ith 
increasing  consumption,  prices  so  far  this  season  have  been  holding  up 
fairly  -^ell  compared  -vith  prices  in  1936* 

According  to  September  1  estimates,   total  production  this  year  V7ill 
be  about  SlO  million  po"unds,  3^  million  pounds  larger  than  the  Augast  1 
estimate.     This  increase  is  due  largely  to  improved  production  prospects 
for  tjrpe  11  in  North  Carolina  and  Virginia,  and  to  on  upward  revision  in 
the .  estimfite  for  lU  in  Georgia. 

Stocks  on  Jnly  1  of  this  year  -'ere  8S3  million  poionds,  12  million 
larger  than  last  year.    With  the  indicated  production  127  raillinn  pounds 
above  193^  production,  the  total  supply  this  year  is  up  139  million  pounds. 
In  the  light  of  consumption  trends,   it  is  probable  that  an  increase  of  a 
little  over  one-half  this  quantity  would  have  been  s^iff icient  to  keep  prices 
closely  in  line  with  those  of  last  year. 

'.7ith  more  than  83  million    'O^ands  of  type  ik  tobacco  sold  on  the  Georgia 
ma.rkets  from  July  29  to  August  27,   the  average  price  was  I9.6  cents  per 
pound  compared  with  21.0  cents  in  the  same  period  last  year.     To  date,  type 
13  prices  have  generally  been  slightly  higher,  grade  for  grade,   than  corres- 
ponding prices  last  year;  but  prices  on  type  12  markets  have  tended  to  be  a 
little  lower.     Type  11  markets  are  scheduled  to  opc-jfi  on  September  16  in  the 
Middle  Belt,  and  on  September  30  in  the  Old  Belt. 

•  COTTON 

The  downward  movement  of  prices  which  began  in  late  J-oly  carried  the 
lO-raarket  average  to  8.88  cents  on  September  11  -  the  lowest  daily  average  in 
U  years.     Spot  prices  at  the  10  markets  averaged  10. 23  cents  in  August  com- 
pared with  12.12  in  July  and  12.07  in  Au^st  I936.     The  averages  for  the  weeks 
ended  September  U  and  11  were  9.20  and  9.O5  cents,  respectively.     The  dominant 
price-depressing  influence  has  continued  to  be  the  generally  favorable  grow- 
ing conditions  affecting  the  United  States  crop.     Other  factors  have  been  the 
slackening  rate  of  domestic  mill  activity,  the  downward  tendency  in  the  prices 
of  the  leading  internationally  traded  commodities,  and  military  operations  in 
the  trient. 
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The  indicated  ^jroduction  of  cotton  on  SeptemLer  1,  according  to  the 
Crop  Reporting  Board,  was  16,098,000  b.-.des  of  478  pounds  net.     This  is  an 
increase  of  505,000  over  that  indicated  as  of  August  1.    A  final  outturn 
of  this  amount  would  mean  the  largest  United  States  cotton  production  since 
1931-32.     The  indicated  yield  per  acre  of  228.5  poiuids  is  the  highest  on 
records 

With, the  world  carry-over  of  Amjrican  cotton  on  July  31  preliminarily 
estimated  at  approximately  6  million  "bales,  the  estimated  world  supply  of 
American  for  the  1937-38  season  is  22,100,000  "bales.     This  is  ahout 
2,750,000  more  than  the  supply  in  1935-37,  approximately  2,400,000  more  than 
the  1935-35  supply,  but  more  than  3,800,000  "bales  less  than  the  record  high 
supply  of  1931-32  and  1932-33, 

The  Commodity , Credit  Corporation  announced  on  August  30  that  it  will 
lend  producers  of  the  1937  crop  9  cents  per  pound  on  7/8  Middling  and  "better, 
with  smaller  loans  for  t"Jie  shorter  staples  and  lower  grades.    Uo  cotton  will 
be  eligible  for  a  loan  which  is  of  a  grade  not  deliverable  on  futures  con- 
tracts, and  no  loan  will  be  made  on  I3/I6  cotton  below  Middling  grr.de, 

Growers  who  cooperate  in  a  Government  control  program  for  1938  are 
to  receive  adjustment  pa^mients  on  at  least  65  percent  of  their  base  pro- 
duction.    The  payment  per  pound  will  be  equal  to  t'Jie  differences  between 
the  10-market  price  on  the  day  when  the  producer  sells  his  cotton  and  12 
cents,  except  that  the  maximum  payment  will  be  3  cents  per  pound. 

WOOL 

■The  domestic  vrool  situation  has  not  c'iianged  m.aterially  in  the  past 
month.     Trading  in  the  domestic  market  was  light  in  August  but  prices 
remained  firm,     T"ne  domestic  price  outlook  for  the  next  few  months  is  some- 
■  what  uncertain  because  of  t"he  recent  weeJaaess  in  foreign  markets.    But  with 
supplies  in  the  United  States  and  foreign  couiitries  belo^v  average,  little 
change  is  expected  in  domestic  prices  in  fiie  remainder  of  1937. 

T"ne  outlook  for  the  new  selling  season  in  the  Southern  Hemisphere 
is  uncertain  at  the  present  time  because  of  the  possibility  that  Japan  may 
not  be  as  active  in  the  wool  market  as  had  been  expected.     The  season 
opened  at  Sydney,  Australia  on  August  50.     Prices  at  the  opening  were 
sligiitly  higher  than  at  t'he  close  of  t"iae  previous  season  in  June  and  were 
20  to  25  percent  above  the  opening  prices  of  the  1936-37  season,  but  prices 
declined  slightly  during  the  first  week  of  the  sales, 

Consiimption  of  apparel  wool  by  United  States  mills  declined  furt"her 
in  July,  and  it  was  17  percent  smaller  than  that  of  July  last  year.  Total 
mill  consurrrption  on  a  scoured  basis  for  the  first  7  months  of  this  year, 
however,  was  11  percent  larger  than  in  the  same  period  of  1936,  Although 
a  seasonal  increase  in  consumption  is  expected  in  t"he  next  few  monfhs,  mill 
consumption  in  the  remainder  of  1937  is  not  likely  to  be  so  large  as  in  the 
seme  monfhs  of  1936. 
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*Vorld  supplies  of  wool  in  1937-38  are  likely  to  be  about  the  same 
as  last  season  when  they  -,7ere  helo-.v  averr;ge.     There  has  been  some  tendency 
for  mill  consumption  of  wool  in  several  foreign  countries  to  decline  in 
recent  months,  but  in  most  countries  it  is  still  relatively  high. 

HOGS 

./ith  the  market  movement  of  spring  j-;igs  already  under  way  in  some 
areas,  a  seasonal  increase  in  slaughter  supplies  of  hogs  is  expected  during 
the  last  quarter  of  1937.    Hog  prices  probably  will  decline  seasonally  with- 
in the  next  3  or  4  months.     It  is  possible,  however,  that  the  decline  this 
fall  v/ill  begin  somev/hat  later,  than  usual,  perhaps  occurring  mostly  from 
November  through  January,  rather  than  from  October  through  December,  as  is 
usually  the  case.     With  a  much  larger  corn  crop  this  year  than  last,  it  is 
expected  that  the  hog-corn  price  ratio  in  the  coming  fall  and  winter  ';vill 
be  relatively  favorable  for  hog  feeding.     Hogs  probably  will  be  fed  to 
heavier  weights,  thereby  resulting  in  delayed  marketings.    Market  supplies 
during  the  period  from  October  through  December  are  likely  to  be  considerably 
smaller  than  those  of  a  year  earlier  and  probably  will  represent  a  relatively 
small  proportion  of  the  toto.l  supply  for  the  1937-38  marketing  year. 

Prices  of  hogs  declined  sharply  in  the  last  half  of  Aug^ust.     The  drop 
in  prices  apparently  was  the  result  of  an  increase  in  slaughter  supplies  in 
the  last  half  of  the  month  over  the  first  half,  a  fairly  large  movement  of 
hog  products  out  of  storage  into  consumption  channels,  and  rola.tively  high 
temperatures  prevailing  over  most  of  the  country.     In  early  Aug-ast  the  top 
price  of  hogs  at  Chicago  reached  $13.75,  but  by  early  September  the  Chicago 
top  was  about  $2  per  100  pounds  lower  than  that  of  a  month  earlier. 

^^1  though  market  supplies  of  hogs  increased  mr.terially  in  the  last 
half  of  Augu.st,  the  .increase  was  from  a  very  low  level.    For  the  entire 
month  inspected  hog  slaughter  totaled  about  .1,590,000  head,  which  was  slightly 
smaller  th.an  that  of  July  and  was  the  smallest  for  Aug'ast  since  1902,  In 
late  July  and  early  August  weekly  hog  marketings  reached  the  lov/est  level 
thus  far  in  the  current  marketing  year.    By  late  Aug^ast  and  early  September, 
however,  the  weekly  slaughter  of  hogs  was  about  the  same  as  in  early  July, 
when  prices  were  not  greatly  different  from  those  of  early  September  but 
considerably  lower  than  those  of  early  Aug-ast. 

CATTLE 

Prices  of  well-finished  slaughter  cattle  are  likely  to  be  maintained  j 
at  a  relr.tively  high,  level  until  increased  supplies  become  available  next 
winter  and  spring,  when  it  is  probable  that  prices  of  such  cattle  vail 
decline  m-aterially.     Supplies  of  grain-fed  cattle  are  now  much  smaller  than 
a  year. ago,  but  a  considerable  increase  in  cattle  feeding  is  expected  to 
occur  this  fall  and  winter,  chiefly  l3e  cause  of  the  much  larger  feed  grain 
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sup-plies  this  year  than  last,  and  relatively  large  profits  from  cattle 
feeding  operations  in  tiie  last  6  months.     Prices  of  the  lower  grades  of 
slaughter  cattle  may  show  little  or  no  seasonal  decline  in  the  next  few 
months,  with  some  advance, possible.     The  strong  demand  for  stocker  and 
feeder  cattle  in  prospect  for  this  period  will  be  a  strengthening  influence 
on  prices  of  the  lower  grades  of  slaughter  cattle* 

Prices  of  choice  and  prime  grade  slaughter  steers  at  Chicago 
advojiced  sharply  from  June  through  August.     The  top  price  pa.id  for  well- 
finished  steers  o.t  Chicago  reached  $18.75  per  100  pounds  in  early  September, 
which  was  the  second  highest  price  -oaid  for  cattle  at  that  market  in 
September  on  record.     The  marked  shortage  of  grain-fed  cattle  in  the 
slaughter  supply  v/as  largely  responsible  for  the  sho.rp  rise  in  prices  of 
such  cattle.     Prices  of  the  lower  grades  of  slaughter  cattle  declined 
slightly  in  August  as  a  result  of  a  seasona,l  increase  in  marketings.  Prices 
of  stocker  and  feeder  cattle,  however,  advanced  in  late  July  and  early 
Aiigust.    Tne  -average  price  of  stocker  and  feeder  steers  in  K<ansas  City  in 
August  was  $8.58  compared  with  $5.53  a  year  earlier. 

Slaughter  supplies  of  cattle  increased  seasonally  from  July  to  August. 
Inspected  cattle  slaughter  in  August  totaled  880,000  head,  11  percent  more 
than  a  month  earlier  but  13  percent  fewer  than  in  August  1936,  Inspected 
calf  slaughter,  totaling  538,000  head,  was  4  percent  lo.rger  thaii  that  of  a 
month  earlier  but  slightly  smaller  than  that  of  a  year  earlier.  Slaughter 
supplies  of  both  cattle  and  calves  in  August  were  considera.bly  larger  than 
the  1924-33  average  for  the  month. 

LAiMBS 

Prices  of  lambs  are  expected  to  continue  near  present  levels  during 
the  next  few  months.    The  effect  of  the  probable  seasonal  increase  in 
total  marketings  on  prices  of  sheep  nnd  lambs  this  fall  is  likely  to  be 
about  offset  by  the  strong  demraad  for  feeder  lambs  in  prospect  in  the  Corn 
Belt  end.  perhaps  in  other  areas.    Prices  of  feeder  lambs  are  expected  to 
be  high  relative  to  prices  of  slaughter  lambs  during  the  fall  months. 

onsumer  demand  for  lomb  probably  will  not  change  greatly  during  the  re- 
mainder of  1937, 

The  average  price  of  Good  and  Choice  loxribs  per  100  pounds  at  Chicago 
for  August  was  $10,78,  6  cents  lower  thoai  that  for  July  and  $1.25  higher 
tlioji  for  August  1935.     The  average  for  the  week  ended  September  11  was 
$10.32.    Prices  on  feeder  lambs  and  breeding  ewes  in  August  were  high 
relative  to  prices  for  slaughter  kinds.    At  Omaha  and  Denver  prices  of 
feeder  lambs  in  August  were  from  $1.50  to  $2  higher  than  a  year  earlier, 
with  the  spread  between  prices  of  feeder  and  slaughter  lajnbs  about  half 
taat  of  August  1936.    Although  ,an  unusually  large  portion  of  western  lo,mbs 
were  contracted  by  mid-August,  there  was  some  further  contracting  of  lajnbs 
in  Utali  and  Wyoming  in  late  August  at  fim  to  sli Jitly  higher  prices. 


Slaaf;hter  of  sheep  .and  lamts  under  Federal  inspection  in  August, 
totaling  nearly  1,500,000  head,' was  8  percent  lar£:er  than  in  July  :uid  7 
percent  larger  th.'.m  in  Augast  19o6,  Supplies  of  native  loj.ibs  increased 
at  Corn  Belt  markets,  and  rrnge  lambs,  many  of  which  were  in  good  flesh 
were  plentiful  at  '.-'estern  markets  during  August. 

Marketings  of  sheep  .•:nd  laj-.-fbs  from  the  13  Western  States,  Aufiist  to 
December  this  year,  are  expected  to  be  about  2  percent  smaller  than  for 
the  compara.ble  period  in  1936.    Most  of  the  decrease  is  expected  to  be  in 
the  nujTiber  of  ewes  marketed,  with  the  number  of  lo-inbs  marketed  being  little 
different  this  fall  from  that  of  a  year  earlier, 

BUTTER 

Butter  prices  rose  in  Augast  and  early  September,  but  averaged 
less  than  a  year  earlier.    It  seems  probable  that  there  will  be  a.  rise 
in  prices  during  the  remainder  of  the  year,  and  that  prices  during  the 
last  quarter  of  the  year  will  average  higher  th^an  in  the  same  period  of 
1936.    Daring  the  1937-38  feeding  period  it  appears  probable  that  prices 
will  a.verage  higher  than  a  year  er:,rlier  a.nd  thi.e  highest  since  1929-30. 

Butter  production  in  July  was  r.bout  10  percent  larger  than  the 
low  production  in  July  1936,  but  except  for  1936  the  lowest  for  the 
month  since  1932.     In  the  fall  of  1936,  after  the  drought  was  broken, 
butter  production  was  unusuaJly  high.    While  production  in  July  1937 
wa,s  decidedly  larger  than  a.  year  ea.rlier,  it  is  not  probable  that  this 
increase  will  be  maintained  during  the  late  sur.wer  and  fall.  The 
rela.tively  large  production  of  feed  grains  a.nd  hay  per  animaJL  unit 
indicate  heavier  feeding  during  the  coming  winter  than  a  year  earlier 
and  some  increase  in  butter  production  compared  -.Tith  the  winter  of  1936-37. 

Butterfat  prices  axe  low  in  relation  to  livestock  prices.  With 
the  ma.rked  increase  in  feed  supplies  there  will  be  more  of  an  incentive 
to  increase  production  of  mea.t  animals  than  dairy  products. 

'^old  storage  holdings  of  creajnery  butter  on  September  1,  which  is 
usually  the  seasonal  peak,  were  larger  than  the  small  holdings  a  year 
earlier,  but  somewhat  below  the  average  of  the  5  preceding  years  and  10 
percent  less  than  the  1925-29  September  1  average. 

POULTRY  i\ND  EGGS 

Im.portant  developments  in  the  poultry''  and  egg  situa.tion  in  Augast 
were:     (l)  a  sharp  rise  in  the  farm  price  of  chickens;   (2)  a  less-than- 
aver?^-e  reduction  in  storage  stocks  of  eggs;   (3)  a  less-than-average 
sea.sonal  rise  in  the  farm  price  of  eggs. 
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The  rise  of  the  fara  price  of  chickens  to  its  highest  point  in  1937 
at  a  time  v»hen  chicken  prices  usually  decline  was  due  to  the  failure  of 
poultry  receipts  to  shov/  their  usual  seasonal  increase.    Chicken  prices 
arc  expected  to  remain  ahove  those  of  1936  during'  the  rest  of  1937. 

With  large  storage  stocks  of  egg's  moving  rather  slowly,  so  that  the 
effect  of  these  stocks  may  "be  intensified  in  the  late  fall  or  early  winter, 
the  farm  price  of  eggs  during  the  rest  of  1937  is  not  expected  to  exceed 
that  of  1936.     In  early  1938,  however,  the  anticipated  relatively  light 
production  resulting  from  a  prospective  reduction  in  laying  flock  size 
is  likely  to  raise  egg  prices  ahove  those  of  early  1937. 

The  feed-egg  price  situa.tion,  from  the  producer's-  standpoint,  is 
expected  to  improve  steadily,  tut  during  the  rem^dnder  of  1937  the 
situation  is  not  likely  to  hecome  as  favorable  as  the  1925-34  average  for 
this  period, 

APPLES 

Grov.'ing  conditions  continued  favorable  during  August  in  most  of 
the  important  apple  producing  districts,  and  indications  on  September  1 
pointed  to  a  total  crop  slightly  larger  than  the  A"a^st  1  estimate. 
Tot-al  production  is  now  indicated  at  204,319,000  bushels,  compared  with 
117,506,000  bushels  produced  in  1936  and  the  1931-35  averr^e  production 
of  150,909,000  bushels. 

In  the  Atlantic  Coast  region  the  1937  crop  is  indicated  at  m.ore 
thnji  93  million  bushels,  which  is  neorly  double  the  small  crop  of  last 
year  o.nd  more  than  a  third  larger  than,  the  1931r35  average.     The  crop 
of  58  million  bushels  in  the  Central  States  is  nearly  three  times  as  large 
as  the  1936.  crop  and  45  percent  above  ayereige.    In  the  Western  States, 
production  is  now  indicated  at  53  million  bushels;  larger  than  last 
year's  crop  but  about  the  same  as  the  1931-35  average. 

rearing  recent  weeks  carlot  shipments  of  apples  from  Central  and 
Eastern  States  have  continued  a  little  heavier  than  last  year,  and  the 
season  total  thro-agh  September  4  this  year  is  about  a  third  greater  than 
for  a  corresponding  period  in  1936.     Total  shipments  from  the  Western 
States  have  been  lighter  this  year  than  last,  due  largely  to  a  late 
season,  but  shipments  of  California  Gravensteins  were  nearly  a  foui'th 
greater  than  in  1936. 

The  harvest  of  California  Gravensteins  is  nearly  completed,  and 
it  appears  that  auction  prices  of  this  variety  for  the  1937  season  will 
average  considerably  less  than  for  last  season.    Prices  of  eastern 
Varieties  in  wholesale  markets  are  also  considerably  below  last  year's 
prices  and  are  expected  to  continue  so  during  the  remainder  of  the 
marketing  year.     In  other  years  of  large  crops,  apple  prices  have  usua.Uy 
reached  a  season  Iovt  point  in  September  or  October,  with  the  seasonal 
rise  thereafter  less  than  average.     It  seems  likely  that  such  will  be 
the  Case  this  year. 
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GRAPES 

Indications  on  September  1  point  to  a  total  grape  crop  of  2,574,000 
tons.     This  is  slightly  larger  than  that  indicated  on  August  1,  and  is 
the  largest  total  production  since  1928.    The  indicated  1937  crop  is  a 
third  larger  than  the  relatively  small  crop  of  last  year  and  a  fourth 
larger  than  the  1931-35  averp^e  production. 

California  prospects  are  above ' average  foreach  class  of  grapes, 
with  wine  and  raisin  varieties  showing  the  largest  increases.    The  total 
California  crop  of  2,262,000  tons  is  32  percent  greater  than" the  1936 
crop  cjid.  29  percent  above  the  1931-35  average.    The  prospective  large 
crop  is  partly  offset,  however,  by  a  very  small  carry-over  of  old  raisins 
and  smaller  stocks  of  wine  and  brandy,  than  were  on  hand  a  year  ago. 
Total  supplies  of  grapes  and  grape  products  in  sight  for  the  1937  marketing 
year,  therefore,  a.re  not  quite  so  large  as  prospective  production  alone 
would  indicate.     The  level  of  consumer  purcha,sing  power  is  materially 
higher  than  last  year,  which  points,  to  a  better  demand  for  table  grapes 
and  grape  products,  and  the  demand  of  both  raisin  packers  and  vintners  is 
also  likely  to  be  better  this  year  than  in  1935.     It  is  likely  that 
improvement  in  demand  will  largely  offset'  the  price-depressing  influence 
of  larger  supplies,  and  the  average  price  to  growers  of  all  California 
grapes  combined  this  year  may  be  only  slightly  lower  than  that  of  last 
year. 

The  grape  crop  in  the  other  Sta.tes  (American  type  grapes)  is 
indicated  at  312,170  tons,  compared  with  202,460  tons  last  year  and  the 
1931-35  average  of  292,394  tons.    Most  of  these  grapes  are  marketed  fresh, 
and  the  general  improvement  in  consumer  purchasing  pov/er  means  a  better 
demand  for  them  than  last  year.    It  is  not  likely,  however,  that  increased 
demand  will  entirely  offset  the  price-lowering  influence  of  larger 
supplies  and  greater  competition  from  California  grapes,  and  prices  to 
grov;ers  of  American  type  grapes  are  likely  to  average  slightly  below 
those  of  last  season, 

POTATOES 


Potato  prices  at  market  centers  rose  slightly  during  the  latter  ^ 
part  of  August,  but  lost  most  of  the  advance  during  the  first  2  weeks  of  M 
September.    The  decline  at  Chicago  in  recent  weeks  brought  prices  down 
to  a  nev7  low  level  for  the  season,  and  was 'due  in  pa„rt  to  a  seasonal  adjust- 
ment of  Chicago  prices  to  those  in  New  York.     During  the  next  few  weeks, 
further  adjustments  may  be  expected  to  bring  Chicago  prices  below  New  York 
prices,  which  in  the  second  week  of  September  were  quoted  at  90  cents  per 
100  pounds  wholesale.     Chicago  avera^ged  about  $1  for  comparable  varieties 
of  potatoes.     On  the  basis  of  the  present  crop  outlook,  not  much  change  in 
tile  level  of  pota,to  prices  is  in  prospect  for  the  next  few  months. 


-  15  - 


Crop  prospects  on  September  1  were  little  different  from  those  of 
A-u^nist  1.     The  total  United  States  potato  crop  v;as  indicated  to  "be  alDont 
403  million  bushels,  22  percent  more  th^n  in  1936  and  8  percent  more  than 
the  average  crop.     Slight  decreases  from  a  nonth  ago  were  reported  for 
some  sections,  hut  these,  -.vere  offset  by  slight  increases  in  other  a,reas* 
In  the  eight  -eastern  late  States,  production  is  now  indicated  to  be  114 
million  bushels,  or  about  10  million  above  average.    In  the  10  central 
States,  the  prospect  is  for  124  million  bushels,  or  only  about  2  million 
above  average,  while  in  the  12  western  late  States  it  is  91  million 
bushels,  or  about  17  million  above  the  1928-32  average  production. 

Marketing  of  the  intermediate  crop  is  about  completed,  while 
harvesting  of  the  early  varieties  in  the  late  States  is  getting  well 
started.     Shipments  from  the  late  States  are  expected  to  increase  sharply 
in  the  next  few  weeks.    About  1,900  cars  v/ere  shipped  by  rail  or  boat  from 
the  lo:te  States  during  the  week  ended  September  4,  compared  with  1,600 
the  preceding  week. 

TEUCK  CROPS 

The  reported  condition  (in  the  field)  of  nearly  all  the  commercial 
truck  crops  declined  moderately  to "sharply  during  August,  partly  because 
of  unfavorable  weather  in  some  sections.    But  the  total  supply  of 
vegetables  for  the  fall  market  is  still  indicated  to  be  about  one-fourth 
greater  than  average.    Plantings  were  increased  this  year,  and  above- 
average  yields  are  being  obtained  for  most  crops.     The  la,te  onion  crop 
will  be  smaller'  than  the  record  production  of  last  year,  but  cabbage, 
celery,  and  tomatoes  show  considerable  increases.    Most  vegetables  for 
Canning,  quick-freezing,  and  other  m.anufacture  are  in  ample  supply ,' record 
production  being  reported  for  some  crops* 

As  harvesting  of  the  late  crops  began  and  as  the  season  for  summer 
vegetables  and  home-gro\m  crops  capproached  its  end,  considerable  shifting 
of  prices  occurred.    During  the  latter  part  of  August  and  in  early 
September,  there  were  marked  price  advances  in  city  distributing  centers 
for  lima  beans,  cantaloups,  lettuce,  and  spinach,  with  small  temporary 
advances  for  cabbage,  celery,  green  peas,  tomatoes,  and  turnips.  Prices 
declined  rather  sharply  for  eggplant,  peppers,  aiid  s7/eetpotatoes,  with 
m.oderate  declines  for  practically  all  other  truck  crops.     Onion  prices 
held  fairly  steady'-,  on  reports  of  sm.aller  production  this  autumn. 

The  truck  crops  showing  largest  carlo t  movement  during  eo,rly 
September  were  lettuce,  onions,  muslcmelons,  tomatoes,  a,nd  sweetpotatoes, 
with  a  fairly  liberal  movement  of  cabbage,  celery,  cucumbers,  and  water- 
melons.    Shipments  of  vegetables  from  fall  harvesting  will  gradually 
incroa.se  from  now  through  October. 
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